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BOOK REVIEW
DECONSTRUCTING PROTECTIONISM: ASSESSING THE CASE
FOR A PROTECTIONIST AMERICAN TRADE POLICY
THE POORING OF AMERICA, COMPETITION AND THE MYTH OF FREE
TRADE. BY DR. RAVI BATRA. [NEW YORK: MACMILLAN PUBLISHING

Co.] 1994. PP. 274. $10.00 ISBN 0-02-016555-2.
During the Cold War the international economic order was forced to
subordinate tensions occurring from trade disputes to larger and more
salient concerns of international security. To counter the communist
threat, the West unified under an umbrella of regional security organizations, the most notable of which is the North Atlantic Treaty Organization.' Prudential considerations rendered economic nationalism nugatory
and the proponents of protectionist trade policies were considered irrelevant. The end of the Cold War, however, ushered in what President
George Bush described as the "New World Order." International relations would no longer be structured according to the rigid East-West
paradigm that had dominated world affairs since the Yalta Conference in

1945. Furthermore, nationalistic fervor, which was partly responsible for
the disintegration of Soviet hegemony in Eastern Europe, continued to

intensify. Against this backdrop, a new protectionism began to emerge?
' An integral part of America's Cold War strategy was the formation of regional
security agreements. In addition to the North Atlantic Treaty Organization (NATO), the
United States entered into mutual defense treaties with nations in Southeast Asia
(SEATO), and Australia and New Zealand (ANZUS). In our own hemisphere, the
Organization of America States (OAS) in 1954, adopted anti-communism as a fundamental principle. See ANZUS, Sept. 1, 1955, art. 11, 3 U.S.T. 3420, 3424, 131
U.N.T.S. 83, 88; NATO, Apr. 4, 1949, art. 14, 63 Stat. 2241, 34 U.N.T.S. 243, 255;
OAS, Apr. 30, 1948, art. 112, 2 U.S.T. 2394, 2481, 119 U.N.T.S. 3, 94; SEATO, Sept.
8, 1954, art. 11, 6 U.S.T. 81, 86, 209 U.N.T.S. 28, 34.
2 Although President Bush never precisely defined the term "New World Order,"
Bush predicted the emergence of a global economy consisting of "American world
leadership" and free trade as "one of the pillars of that ideal." See STEVE DRYDEN,
TRADE WARRIORS: USTR AND THE AMERICA CRUSADE FOR FREE TRADE 355 (1995).
3 See JAN TumLIR, PROTECTIONISM: TRADE POLICY IN DEMOCRATIC SocIETIES 3839 (1985) (explaining that while the "protectionism of the 1930s was openly adversary
is politically stronger because it accommodates a broader
* . . [t]he new protectionism
range of interests."); See also TIM LANG & COLIN HINES, THE NEW PROTECTIONISM:
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Ravi Batra's The Pooring of America, Competition and The Myth of
Free Trade is an ambitious challenge to the proponents of liberal international trade.' In a single volume, Professor Batra attempts to develop a
coherent economic blueprint for the United States that calls for a radical
reorientation of existing trade policy. As the title suggests, the central
premise of Batra's book is that free trade is, in large part, responsible for
a precipitous decline in the standard of living of eighty percent of the
American work-force.
Claiming that the prosperity of the 1980s was a hoax, Batra presents
economic data showing a decline in real wages, a deterioration in
America's manufacturing base, and Batra further shows that liberal trade
policies are the culprit. In addition, the book includes a chapter echoing
the current litany of criticism from environmentalists that free trade
contributes to the degradation of the environment and the exploitation of
natural resources.' Unfortunately, even though Batra's quantitative arguments point to several legitimate economic problems facing the American
body politic, he fails to establish the nexus between trade liberalization
and the unfavorable economic conditions he identifies.
Batra's argument against free trade loses much of its intellectual
appeal with its frequent resort to politically charged rhetoric rather than
reasoned analysis.6 Its apocalyptic tone is reminiscent of previous works
by Professor Batra that predicted the collapse of capitalism by the year
2000 and a major depression by 1990.' Yet, it is Batra's ready willingness to defy the conventions of neoclassical international economics that
makes The Myth of Free Trade interesting, if not theoretically sound.
Ross Perot's candidacy in the presidential election of 1992 is evidence of a growing chorus of opposition to free trade by a large segment
of the American public.' Resistance to the North American Free Trade

PROTECTING THE FUTURE AGAINST FREE TRADE (1993).
4 RAVI BATRA, THE POORING OF AMERiCA, CoMPETITION AND
THE MYTH OF FREE
TRADE (1993).

' See generally Thomas J. Schoenbaum, Agora: Trade and Environment: Free
InternationalTrade and Protection of the Environment: Irreconcilable Conflict?, 86 AM.
J. INT'L L. 700 (1992) (deconstructing the various arguments against free trade posited
by environmentalists).
6 BATRA, supra note 4, at 3. For instance, his claim that "laissez faire has
wrecked U.S. industry and shattered the American Dream" leads one to question
whether Batra is aware that with the collapse of the Soviet Union, centralized and
state-planned economies are now considered obsolete.
' See RAVI BATRA, THE GREAT DEPRESSION OF 1990 147 (1985); RAVI BATRA,
THE DOWNFALL OF CAPITALISM AND COMMUNISM 260-61 (1978).
' Ross Perot denounced the North American Free Trade Agreement (NAFTA) as
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Agreement (NAFTA) and the General Agreement on Tariffs and Trade
(GATT) has united both ends of the political spectrum.' This concentrated political resistance, further buttressed by academics, environmentalists,
and labor leaders requires the advocates of international trade to engage
in free trade dialogue and provide a cogent response to those who claim
that free trade and the theory of comparative advantage are outdated. By
answering the disciples of the "new protectionism," the proponents of a
dynamic free trade policy can more quickly facilitate America's transition
into the post-Cold War global economic system.
Part I of this review examines Batra's underlying claim that twenty
years of American free trade policy is responsible for an unprecedented
decline in our standard of living. While it concludes that there is a degree
of legitimacy to the economic data showing a drop in real wages, Batra
fails to establish free trade as the principal cause. In Part II, the theory
of comparative advantage is presented. Alternative explanations for the
troubling economic trends identified by Professor Batra are offered. Part
II concludes that The Myth of Free Trade is vulnerable to charges of reductionism and oversimplification because it fails to adequately explain
both the theoretical and pragmatic deficiencies in comparative advantage
systems.
Part II explores Batra's apocalyptic vision of free trade and its
disastrous effects on the environment. Batra unreservedly associates
himself with those environmentalists who believe expanded trade and
protecting the environment are mutually exclusive objectives. The prevailing view of mainstream environmentalists, however, is that free trade
policy can be harmonized with existing environmental concerns.
Finally, Part IV analyzes the protectionist paradigm. Under the rubric
of "competitive protectionism" Batra presents a radical alternative to the
conventions of liberal trade. Examined in isolation, some of Batra's policy
recommendations make sense. Unfortunately though, as a coherent economic system, his plan is unworkable.

"a drastic and unfair scheme that forces American and Mexican workers into a race to
the bottom." Ross PEROT & PAT CHOATE, SAVE YOUR JOB, SAVE OUR COUNTRY:

WHY NAFrA MUST BE STOPPED -

Now i (1993).

' See Julian Beltrame, Clinton Pulls Out All the Stops on the GAIT Agreement,
OTrAWA CITIzEN, Nov. 29, 1994, at D7. Ralph Nader, Dick Gephardt, and Patrick J.
Buchanan all opposed NAFTA and GATT on grounds that it would harm American
workers. As an announced candidate for the 1996 Republican Presidential Nomination,
Buchanan has made great efforts to distinguish himself as the only Republican candidate opposed to free trade, going so far as to call "GOP [trade] policy unilateral
disarmament." Pat Buchanan, Don't Blame Tariffs For Depression, AIZ. REP., Oct. 21,
1993. at B9.
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I. BATRA'S ECONOMIC REVISIONISM
In making a case for a protectionist trade policy, Professor Batra
begins by presenting a quantum of economic data which indicates support
for his minor premise: the standard of living for most Americans is
declining. This troubling economic data serves as the linchpin for Batra's
major premise: free trade is the cause of this current decline.
According to Batra, most mainstream economists have failed to
recognize that America is in a state of financial crisis. Although Gross
National Product (GNP) and Gross Domestic Product (GDP) continue to
climb, he argues that these statistics conceal the actual condition of the
economy because they fail to distinguish between the subtleties of productivity and productivity growth. While the American economy continues to
grow, the rate of growth is decreasing. In addition, Batra contends that
although GNP may increase from year to year, the per capita increase is
unevenly distributed among various income groups.
Ostensibly, the top twenty percent of the population is reaping the
benefits of increased productivity, while the remaining eighty percent of
the work-force has experienced, in varying degrees, a decline in its real
wages." Noted MIT economist, Lester Thurow, corroborates Batra's data
and maintains that between 1973 and 1992, the mean wage for the
bottom sixty percent of male workers fell by twenty percent." Even
President Clinton conceded, in a White House ceremony showcasing
broad bi-partisan support for GATT, that in the last ten years
real wages
2
have declined by twelve percent for working Americans.'
It is regrettable that the author utilizes the preceding economic data
to foster class antagonism, repeating the hackneyed cliche that "the rich
are getting richer and the poor are getting poorer."' 3 But if the reader is
able to disregard the egalitarian social commentary that accompanies these
findings, one must concede that if true, the economic data presented is
ominous and compelling. 4 This data conflicts directly with the oft re-

o

Batra also proffers data which shows that within certain job sectors the rate of

real wage decline varies. For example, since 1950, wages in retail trade have dropped
substantially more than wages in manufacturing and construction jobs. See BATRA,
supra note 4, at 27-30.
" See Jack Beatty, Middle Class: Hanging On For Dear Life, SEATrLE TIMES, May
22, 1994, at B5.
2 Beltrame, supra note 9.
13 BATRA, supra note 4, at 34.

"4For example, Batra makes the highly questionable assertion that the 1992 Los
Angeles riots were a caused by the "rage of the poor subsisting amidst opulence."
BATRA, supra note 4, at 34.
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peated claim made by Republicans that the 1980s was a decade of
unprecedented economic growth. Admittedly, if Batra is accurate in
stating that real wages as adjusted for inflation are in rapid free-fall, then
prudence demands that those who formulate public policy address this

problem.
Nevertheless, for purposes of analyzing Batra's claims against free
trade, it is not necessary to resolve the debate over the actual condition
of the American economy, past or present. One may concede that the
wages of American workers have plummeted without acquiescing to
Professor Batra's fundamental contention that liberal trade policies, in the
form of reduced tariffs and import quotas, are the chief malefactor
responsible for our economic ills. In chapter three, by asserting that free
trade and economic degeneration enjoy a cause-and-effect relationship, and
with only a modicum of factual data to support his claim, Professor Batra
slips quickly into the logical fallacy post hoc ergo propter hoc."5
According to Batra, until the early 1970s, the United States was
primarily a closed economy. 6 The United States was able to domestically produce, from abundant natural resources, sufficient capital and
consumer goods to sustain a healthy level of economic growth. Gradually,
however, in the decades following World War II the United States began
to reduce tariffs." As barriers to trade were lowered, increasing amounts

," The post hoc ergo propter hoc argument is also known as the fallacy of false
cause. See IRVING M. COPI, INTRODUCTION TO LoGic 64-65 (2d ed. 1961). For example, Professor Batra includes a graph that shows real wages declining since 1973 while
the percentage of GNP attributable to free trade simultaneously increased during the
same period. Because he fails to adequately explain the correlation between the two
statistics, it is problematic to conclude, based solely on the information provided, that
increased free trade is the cause of declining wages. See BATRA, supra note 4, at 44.
6 BATRA, supra note 4, at 35-36. Batra points to the General Agreement on Tariffs
and Trade (GATT) as the genesis of America's trade liberalization policies. GATT,
enacted in 1947, was really a substitute measure designed to replace the International
Trade Organization (ITO) which the Senate had rejected as part of the Havana Charter.
The GATT is designed to facilitate the implementation of multilateral trade agreements
based on the principle of non-discrimination. See PIERRE LORTiE, ECONOMIC INTEGRATION AND THE LAW OF GATT vii (1975).
,' Although tariffs have steadily decreased since they were at an all time high of
59% in 1932 under the Smoot-Hawley Tariff Act, DRYDEN, supra note 3, at 11, Batra
overstates the case by insisting that the United States is virtually tariff-free. See
DRYDEN, supra note 3, at 355 (documenting the fact that under the nominally "free
trade" Reagan Administration, nearly 25% of American imports were under some type
of trade restriction when President Reagan left office). See also Edward John Ray,
Changing Patterns of Protectionism: The Fall in Tariffs and the Rise in Non-Tariff
Barriers, 8 Nw. J. INT'L L. & Bus. 285, 293-95 (1987) (surveying the various changes
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of manufactured goods were imported into the country. In turn, the
presence of cheap foreign-produced, manufactured goods had a devastating effect on American wages.
At first blush, Batra's economic analysis seems reasonable. Because
the demand for manufactured goods is elastic - unlike agricultural
products and services - a massive influx of foreign-produced goods
causes a decrease in relative price. The suppression of relative price
forcefully counteracts the concomitant increase in productivity; prices
continue to fall notwithstanding the fact that workers in the industrial
sector of the economy have become more productive. This syndrome is
what Baira calls "agrification," a phenomenon based on agricultural
models where, despite huge increases in productivity, prices and wages
remain low.'9
Finally, Batra maintains that allowing foreign manufacturers ready
access to American markets contributes to deindustrialization." The
theory of deindustrialization posits that U.S. companies in the manufacturing sector cannot compete with low-wage labor in foreign countries and,
therefore, must either relocate where the price of labor is cheaper or shut
down operations entirely. Batra argues that the absence of high tariffs
encourages large multinational corporations to transfer capital abroad and
then import finished products back into the United States.2' Consequently, labor dynamics undergo a radical shift, with unemployed industrial
workers undertaking service-oriented jobs which invariably pay much less
than the manufacturing positions eliminated by foreign competition.
Batra concludes that American industry simply cannot compete in the
international marketplace and that foreign competition is anathema to
domestic prosperity, because free trade will inevitably depress real wages
and ravage our industrial base.
As explained in Part II, however, Professor Batra's analysis is
incomplete. In failing to adequately address alternative explanations for
the decline in real wages and the loss of manufacturing jobs, The Myth
in U.S. tariff rates).
8

Batra states the increased availability of foreign manufactured goods is partially

attributable to U.S. aid in rebuilding Japan's and Germany's industrial bases after the
Second World War. Given his adherence to optimal economic nationalism one wonders
if Professor Batra thinks this policy was a mistake. See BATRA, supra note 4, at 42.
"9 See BATRA, supra note 4, at 56-70. Batra explains that the demiand for agricultural products is inelastic and, therefore, as farmers become more productive they do
not realize corresponding increases in earnings. The analogy, however, to agricultural
economics may be tenuous.
20 Id. at 72-77.
22 Id. at 77.
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of Free Trade is vulnerable to a charge of oversimplification. Furthermore, Batra glosses over the point that cheaper goods available to consumers may, in fact, inure economid benefits to a greater number of
individuals. Thus, while Professor Batra successfully raises intriguing and
critical issues of public policy, he leaves serious questions unanswered.
II. A CLASSICAL RESPONSE TO PROFESSOR BATRA'S
FREE TRADE CANARD

Making the case for a protectionist trade policy implicitly requires a
persuasive exposition of arguments that strike at the very foundations of
comparative advantage theory. This is a difficult task indeed. In 1776,
Adam Smith first exploded the mercantilist theory of international trade
in Wealth of Nations,' when he explained that mercantilism restricts the
exchange of goods and the growth of markets - the essential components of economic prosperity.
David Ricardo's theory of comparative advantage expanded on
Smith's thesis by arguing that a nation can profit from international trade
by producing goods at a lower relative cost than its competitors.24 For
example, a highly industrialized nation like Germany may be able to
produce widgets at a lower cost than an underdeveloped country like
Indonesia. However, if Germany also produces computer chips at an even
lower comparative cost than Indonesia can, it would be more efficient for
Germany to exclusively manufacture computer chips rather than widgets.
Indonesia would then be able to specialize in manufacturing widgets
because it could do so with the greatest relative efficiency.
Ricardo's economic model allows a country to specialize in the
production of goods it can manufacture at the lowest relative cost. And
although this theory has been recently criticized by economists and
academics critical of liberal trade theory,' it still appears to offer the
greatest hope for world prosperity, increased economic efficiency, and
growth. In fact, one commentator correctly observed that the doctrine of

22

See DAviD RICARDO, THE PRmNCIPLEs OF POLITICAL ECONOMY AND TAXATION

77-97 (1817).
23 1-2 ADAM SMrrH, AN INQUIRY INTO THE NATURE AND CAUSES OF THE WEALTH
OF NATIONS 429-662 (1776).
24 See generally RICARDO, supra note 22.
' See, e.g., Robert W. Benson, Free Trade As An Extremist Ideology: The Case of
NAFTA, 17 U. PUGET SOUND L. REV. 555-57 (arguing that Ricardo's theory of
comparative advantage is fundamentally flawed and stating that "free tradism has
become such a classic extremist ideology .... "); BATRA, supra note 4, at 213
(characterizing the free trade theory of Smith and Ricardo as "ill-conceived and illogical
dogma").
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comparative advantage formed the touchstone for the post-World War II
trade agreements; 26 these conventions sought to supplant the mercantile
economic order characteristic of the colonialism that dominated the first
part of the twentieth century.
It is against this backdrop that Professor Batra has challenged the
framework of established trade theory. Arguably, one would expect that
a fundamental attack on two hundred years of accepted international trade
philosophy would contain analysis outlining the structural deficiencies in
industrial specialization and the free flow of capital investment. Here, the
central weakness in Batra's case against free trade is manifested. Through
most of his book, Batra's economic claims are primarily assertion based.
It is not enough to merely claim that the decline in real wages and
deindustrialization are caused by a liberalized free trade policy without
examining or discussing alternative reasons for these trends. A closer
review of these issues discloses the possibility of other explanations
which need to be explored.
A.

Cheap Labor

In 1992 the New York Times reported that Smith-Corona planned to
close its typewriter manufacturing plant in Cortland, New York, lay-off
875 employees, and relocate to Tijuana, Mexico.27 According to Batra,
this case is representative of a growing pattern of industry relocation to
foreign countries where the cost of labor is cheap. He forcefully asserts
that "America's laissez-faire policy enables U.S. multinationals to relocate
their factories abroad, produce their goods in low wage nations and then
freely import those goods back into the United States. ' 21
The forgoing analysis is overly simplistic. Lower tariffs and the
apparent attraction of cheap foreign labor are not the sole criteria for
corporate decision-making. As one respected international law scholar
insightfully observed, "if cheap wages were the only criteria, Haiti would
be the manufacturing capital of the world."29 Certainly, a number of fac-

26

Batram S. Brown, Developing Countries in the International Trade Order, 14 N.

ILL. U. L. REV. 347, 355-56 (1994) (explaining that the Havana Charter, the ITO, and
"to a lesser extent . . . GATT were designed to put [comparative advantage] theory
into effect by promoting liberalized trade").
" Keith Bradsher, Global Issues Weigh On Town As Factory Heads to Mexico,
N.Y. TIMEs, Sept. 1, 1992, at Al, D4.
28 BATRA, supra note 4, at 77.
29 Thomas J. Schoenbaum, The North American Free Trade Agreement: Good for
Jobs, For the Environment and For America, 23 GA. J. INT'L & COMP. L. 461, 478-79
(1993).
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tors, in addition to labor costs, will determine a company's relocation
calculus. These include the experience and reliability of the workers,
quality of transportation, infrastructure, access to technology, environmental regulations, intellectual property protection, political stability, and
climate." Furthermore, given that workers in Japan, Germany, and other
industrialized nations earn as much, if not more, than their American
counterparts, it follows from Batra's argument that we should be witnessing a mass exodus of industry from these countries as well. This, of
course, has not occurred.3'
Interestingly, some American companies have found the lure of
inexpensive labor a proverbial Trojan horse. For instance, many firms that
relocate to Mexico have disastrous experiences there. The Wall Street
Journal documented a case where a Connecticut-based firm that manufactured electronic coils closed its plant in Stonington, Connecticut, and
transferred operations to Juarez, Mexico.32 The move proved to be a
disaster. Worker productivity fell and the company lost over one hundred
thousand dollars. Eventually, it closed shop and returned to the United
States. While accessibility to inexpensive foreign labor is a relevant
consideration for U.S. firms, Batra overstates the case by claiming it is
the singular cause for the loss of manufacturing jobs.
B.

Automation

Batra's claim that low-wage foreign labor and the elimination of
import tariffs will ipso facto result in the deindustrialization of America
does not account for advances in technology. Automation and the development of new technologies will continue to affect labor demographics.3
Industrial downsizing has coincided with the evolution of technology. It

' Christopher J. Martin, The NAFTA Debate: Are Concerns About U.S. Job Migration to Mexico Legitimate? EMPLOYEE REL. LJ. 239 (1993).
", Some companies relocate their operations abroad to avoid massive foreign tariffs;
however, many American companies may decide to return to the United States in the
wake of NAFTA. For example an American company that made tabasco sauce recently
moved its production facility back to the United States because Mexican import
restrictions on American goods have been lifted. Apparently, the availability of cheap
Mexican labor could not keep the company in Mexico. See id. at 246.
" Bob Davis, Some U.S. Companies Find Mexican Workers Not So Cheap After
All, WALL ST. J., Sept. 15, 1993, at Al, A18.
"3 See Richard B. McKenzie, The Technological Revolution: Destroying Global Economic Barriers, in GLOBAL FREE TRADE: RHETORIC OR REALITY?, 59, 70 (Ronald L.
Trowbridge ed., 1993) (arguing technology has increased the mobility of capital and,
therefore, governments must reconsider fiscal and regulatory policies to attract capital
investment).
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is inevitable that many unskilled workers in manufacturing positions will
be displaced by machines as companies are transformed to economies of
scale to maximize efficiency.34 Jagdish Bhagwati, a professor at Columbia University and Economic Advisor to the Director General of GATr,
recently addressed the impact of technological progress on unskilled labor:.
[F]reer trade with the poor countries of the South does not have to
impoverish our unskilled. In fact, the general consensus that seems to be
building now among labor and trade economists studying the 1980s
experience of wages of the unskilled is that trade is not a significant
cause of the phenomenon, and that the true culprit is technology and
technological change. [S]killed labor is relatively more complimentary to
capital: a computer can displace several unskilled workers and create a
job for one skilled operator.35
A policy of free trade is arguably more complimentary to advances
in technology than protectionism and economic isolation. International
trade relies heavily on information technology and transportation - two
areas where the development of new technologies will require skilled
workers. Automation is an integral factor in producing economies of scale
and on a macro-level should not be seen as a threat to workers. Even
Professor Batra, while ignoring the impact of automation on the
workforce, calls for a vigorous program of research and development.36
C. Domestic Factors
Additional factors that have an impact on domestic economic trends
must also be considered when developing a coherent theory which
explains the decline in productivity growth, loss in manufacturing jobs,
and the manifest decline in real wages. Professor Batra, however, is quite
adamant in attributing all the blame to free trade. For example, he
categorically rejects data that suggests rising costs in the price of oil
" Building economies of scale is a classic principle of capitalism. Ideally, the size
and structure of a company should be such that it will operate at an optimum level of
efficiency. Because utilization of new technology often requires industries to downsize
in order to maintain overall maximum efficiency, human capital is sometimes expendable. See generally THE RETURN TO THE RETURNS (James M. Buchanon & Yong J.
Yoon eds., 1994).
" Jagdish N. Bhagwati, Challenges to the Doctrine of Free Trade, 25 N.Y.U. J.
INT'L L. & POL. 219, 233 (1993). See also Alan Krueger, How Computers Have
Changed the Wage Structure: Evidence From Microdata, 1984-1989, 108 QJ. ECON. 33
(1993) (citing studies that show computer automation has displaced unskilled workers).
36 BATRA, supra note 4, at 198-99. Under Batra's plan, research and development
would be funded and controlled by the state rather than private industry.
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significantly affect the economy, notwithstanding the generally accepted
notion that precipitous increases in energy costs breed inflation, which in
turn cause a decline in real wages. 7
The dwindling rate of capital investment is another factor that affects
job growth. Alice Rivlen, Director of OMB in the Clinton Administration,
reports that in the last fifteen years net domestic investment has declined
by almost thirty-three percent. 8 Even economists who are critical of free
trade policies are willing to concede that "savings and investment rates
are major factors underlying productivity and international competitiveness."39 Our trading partners make similar observations. Japan has repeatedly criticized the United States for its deficiency in savings and investment, claiming it contributes to our lack of competitiveness and
massive trade deficit.' When these domestic factors are examined, it
becomes increasingly clear that Batra's attempt to designate free trade as
the sole cause of America's economic problems is misplaced.
Batra's case is further weakened by the recent release of an
econometric study analyzing the effects of tariffs on industry wages.4
This recent study by economists Noel Gaston and Daniel Trefler, is the
only existing econometric model analyzing the role of protectionist trade
policy as a determinant to wages.42 The findings of Gaston and Trefler
validate assumptions made by the supporters of international trade:
When we isolated that portion of wages that is related solely to trade
and protection, we found that workers in protected, import competing
industry earned lower wages than do workers with identical observable
characteristics in an unprotected, export oriented industry.43
The astounding conclusion of this study revealed that high tariff rates,

' Batra asserts that "[tihe only cause of the productivity slowdown is free trade."
4, at 84.
" Beatty, supra note 11. The 33% figure represents combined private and public
investment.
BATRA, supra note

" Letter from Lawrence Chimerine, Managing Director and Chief Economist, to the

Editor, Economic Strategy Institute,

BARRON'S

49 (July 18, 1994).

' See Juan P. Morillo, U.S.-Japanese Trade Dispute, 25 LAw & POL'Y INT'L Bus.

1210-11 (1994). Typically, Japanese officials raise the issue of the declining trends in
U.S. capital investment to counter our assertions that Japan is engaging in unfair
trading practices.
",Noel Gaston & Daniel Trefler, Protection, Trade, and Wages: Evidence From

U.S. Manufacturing, 47 INDUS. & LAB. REL. REV. 574 (1994).
42 Id. at 574-75. Gaston and Trefler teach economics at Tulane University and the

University of Toronto, respectively.
43 Id.

at 589 (emphasis added).
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and not lower tariffs, actually cause a reduction in the real wages of
workers.
A survey of the available data exposes the inherent reductionism in
Professor Batra's central thesis. As economists continue to study the
effects of free trade on the American economy and on real wages in
particular, answers will become clearer and corresponding adjustments in
both domestic economic policy and trade policy can be made. Statements
by Professor Batra that "free trade and low tariffs are responsible for
crippling the America dream,"' are more properly characterized as
academic hubris than scholarly discourse. The issues surrounding free
trade and its ancillary effects are much too complex and, as yet, are not
fully developed enough to be reduced to unsophisticated axioms
Il.

TRADE AND THE

ENVIRONMENT

Chapter XI in The Myth of Free Trade is entitled International
Trade and the Environment. Regrettably, this chapter is out of sync with
both the title and underlying theme of Batra's book. After ten chapters of
arguing that free trade is the principal cause of declining wages and
productivity, Professor Batra abruptly includes a rather superficial discussion of liberal trade policy and its effect on the environment. Perhaps, the
orthodoxy of the new protectionism does require, at least, nominal
acknowledgement of its environmental concerns.
A.

Conflicting Objectives

Despite the rather perfunctory nature of Batra's environmental
analysis, he brings to the fore what is potentially the greatest obstacle to
the full implementation of a robust international trading order: radical
environmentalism. As the recent debate over GATIT and NAFTA demonstrates, the conflict between free trade and environmental regulation is
intense and shows no signs of abating in the near future.4'
Environmentalists cite two cases where their interests have been
subordinated to the institutional objectives of free trade. In Public Citizen
v. United States Trade Representative,4 several environmental groups

BATRA, supra note 4, at 36.
45 The rhetoric of the environmentalist movement against free trade is often shrill
'4

and outrageous. During the NAFTA debate, an environmental group placed a full-page
ad in the New York Times declaring NAFTA would "kill environmental law," "ravage
natural resources," and "create a toxic" hell on the United States-Mexican border. Fatal
Flaws of NAFTA, N.Y. TIMES, Sept. 21, 1993, at All.
4
822 F. Supp. 21 (D.D.C.), rev'd, 5 F.3d 549 (D.C. Cir. 1993), cert. denied, 114
S. Ct. 685 (1994).
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achieved a short-lived victory in their attempt to derail NAFTA when a
federal judge ordered the United States Trade Representative to prepare
an environmental impact statement (EIS) before the terms of treaty could
be executed.47 Preparation of the EIS could have taken several years and
would have certainly delayed implementation of NAFTA. Although the
decision was later reversed by the D.C Circuit Court of Appeals,' the
case illustrates the deep ideological commitment of environmentalist
opposition to free trade.
The much publicized tuna-dolphin controversy also ignited the
apprehensions of environmental groups that GATT, and free trade agreements generally, are a threat to sound environmental policy. In Earth
Island Institute v. Mosbacher,49 a California environmental organization
brought suit against the Secretary of Commerce seeking to enjoin the
continued importation of tuna into the United States. The plaintiffs argued
that foreign commercial fishing operations violated the Marine Mammal
Protection Act (MMPA), ° by engaging in fishing practices that had the
incidental effect of killing unacceptably high numbers of dolphins. The
court agreed and issued a preliminary injunction banning tuna imports.
Mexico interpreted the court-imposed U.S. ban as a violation of
GATT. It contested the decision before a GAT dispute settlement panel,
arguing GATT prohibits discrimination against imported products based
on production methods that are not a lawful focus of U.S. regulation.
When the panel ruled that the U.S. ban on tuna imports violated GATT,
environmentalists were outraged.52 Ultimately, the United States and
Mexico were able to resolve the dispute in bilateral negotiations. Nevertheless, environmentalists viewed the tuna-dolphin decision as sounding
the death knell for future or existing U.S. environmental legislation that
conflicts with international trade initiatives.53 Thus, the environmentalists'
domestic project is frustrated by U.S. compliance with multinational
regulatory bodies established pursuant to the treaty. This sentiment is
underscored by the positional convergence of environmentalists with those
4

Id.

' Public Citizen v. United States Trade Representative, 5 F.3d 549 (D.C. Cir.
1993), cert. denied, 114 S. Ct. 685 (1994).
49 746 F. Supp. 964 (N.D. Cal. 1990).
o Marine Mammal Protection Act of 1972, § 101(a)(2), 16 U.S.C. § 1371(a)(2)
(1988).
"' Mosbacher, 746 F. Supp. at 976.
52 See generally DANIEL C. EsTy, GREENING THE GATT: TRADE, ENviRoNMENT
AND THE FUruRE 29-32 (1994) (analyzing the tuna-dolphin controversy and the environmental community's reaction to the GATT panel recommendation).
51 Stuart Auerbach, Raising A Roar Over A Ruling, Trade Pact Imperils Environmental Laws, WASH. POST., Oct. 1, 1991, at D6.
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who contend international trade agreements are a priori an outright threat
to U.S. sovereignty."
While it would be inappropriate to characterize environmentalist
opposition to free trade as monolithic, 5 there remains a genuine concern
that extreme elements in the movement will impede rational discourse on
the crucial environmental issues that should be addressed in the context
of developing a discernible framework for free trade. There is also the
risk that legitimate environmental issues will be co-opted by protectionist
interests in an effort to inhibit foreign competition.5 6 As former Deputy
U.S. Trade Representative, Alan Holmer, recently observed:
Many who oppose NAFTA [free trade] for non-environmental reasons
are expected to use the environmental mantle to cloak the real, less
politically correct motive for their opposition. These "protectionists in
environmental clothing" include those who believe they cannot compete
with imports from Mexico. Since their real objective is to kill the
NAFTA or exempt themselves from it, it will be impossible to appease
this camp on the environmental issues.57

-4 See Gus STELZER, THE NIGHTMARE OF CAMELOT: AN EXPOSE OF THE
FREE
TRADE TROJAN HORSE 105-07 (1994) (arguing the NAFTA, and free trade agreements

generally, abrogate Congress' obligations arising under the Art. I, § 8, para. 3 of the
United States Constitution to regulate commerce with foreign countries).
" During the NAFTA debate, for instance, there were deep divisions among many
well-known environmental organizations; some supported ratification of the treaty while
others did not. See Esty, supra note 52, at 28. Esty notes that six leading environmental organizations, including the National Wildlife Federation and the Audubon Society,
came out in favor of NAFTA, while the Sierra Club and Friends of the Earth took an
anti-NAFrA position.
56 Congressional passage of Corporate Average Fuel Economy Standards (CAFE) is
a prime example of environmental laws that serve a protectionist function. By imposing
average mile-per-gallon requirements or, all cars sold in the United States, the CAFE
standards protect the environment, but at the same time punish foreign auto manufacturers (BMW, Mercedes, Volvo) that produce luxury cars. See ESTY, supra note 52,
at 45.
"' Alan F. Holmer & Judith H. Bello, Snapshot From TunalDolphins to the NAFTA
and Beyond, 27 INT'L LAw. 169, 174 (1993). See also Esty, supra note 52, at 45

(stating "there is a danger that environmental regulatory processes will be captured by
protectionist interests, who will use environmental standards as a guise for erecting
barriers to imports").
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Batra's Choice: Free Trade or the Environment

B.

Given Professor Batra's antipathy toward international trade, it should
come as no surprise that he believes it "is a major barrier to a sound
environmental policy."58 At first blush this claim seems reasonable and
academically disputable. However, a closer examination of Batra's argument yields the conclusion that, in the disciplines of ecology and environmental science, he is out of his element.
Consistent with the rhetorical tone of the previous chapters, Batra
begins by proclaiming the earth is in the throes of "worldwide environmental degradation and pollution."59' He then provides the reader with
a brief lesson on the basics of ecology and surveys the various types of
pollution that permeate our atmosphere. Predictably, Batra identifies global
warming and the depletion of the ozone layer as among our most pressing environmental problems: land, sea, and air have been exposed to
intolerable levels of contamination.' Unfortunately, the world which
Batra describes is not in accord with reality. By exaggerating the scientific seriousness of identifiable environmental concerns, Batra's credibility
is undermined. In describing an environment that is on the verge of
cataclysmic deterioration, the reader is left with the impression it is not
safe to drink the water, go outside, or breathe the air in one's home.
Next, Professor Batra attempts to identify both the source and the
cause of environmental pollution.6' As for the sources, overpopulation,
mechanized agriculture, and factories are the chief malefactors. International trade, however, is considered the primary cause. To support the
latter claim, Batra offers evidence showing that expanded international
trade between the G-7 nations' tracks increases in the concentration of

BATRA, supra note 4, at 230.
59Id. at 215.

"'

' Id. at 217. Professor Batra states that the greenhouse effect has caused the earth's
temperature to rise by two degrees Celsius, yet this statistic is patently false. Id. at
230. Robert Benson, who teaches international environmental law at Loyola University
and is a staunch critic of free trade policy, conceded in a recent article that "there is
no certainty that the increase [in greenhouse gases] has yet caused climate change."
Benson, supra note 25, at 564.
61 See BATRA, supra note 4, 218-29.
62 The G-7 (Group of Seven) countries comprise the major industrial and trading
nations of the world. They include Germany, Japan, Great Britain, France, Italy,
Canada, and the United States. See Katherine P. Rosefsky, Comment, Tied Aid Credits
and the New OECD Agreement, 14 U. PA. J. INT'L Bus. L. 437, 440 n.10, 442
(1993); see also Steve Charnovitz, Free Trade, Fair Trade, Green Trade: Defogging the

Debate, 27 CORNELL INT'L LJ. 459, 461 n.8 (1994).
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carbon dioxide in the atmosphere.63 Because the trend lines in these two
categories have risen steadily since the 1960s, Batra asserts that a cause
and effect relationship between free trade and increased air pollution
exists. Similarly, he maintains that international commerce, especially
shipping, has resulted in the discharge of unacceptably high quantities of
hazardous waste products into the ocean. Specifically, he points to the
1989 oil spill of the Exxon Valdez as a prime example of how trade
among nations can indirectly cause an environmental catastrophe.
In the remainder of the chapter on trade and the environment, Batra
goes to great lengths to showcase his conservationism. First, he argues
foreign trade results in the inefficient consumption of energy.6' Under a
free trade regime, resources are necessarily diverted from lines of production and domestic commerce to the transportation of products internationally. In export-oriented economies, high levels of energy use cause
increased pollution, which in turn, harms the environment. Second, Batra
claims lower tariffs contribute to the practice of intra-industry trade
among nations.65 Intra-industry trade imposes high social costs and is
inefficient because it shifts resources away from more socially useful
endeavors. Where products are available to consumers from domestic
sources, it makes little sense to incur transportation costs to import those
same products from abroad. The fact U.S. consumers have a wide range
of available market options is irrelevant and, in Batra's view, a manifestation of our materialism.
In sum, Batra is convinced that the goals of eliminating trade
barriers and protecting the environment are irreconcilable. Accordingly,
environmental preservation is deemed paramount and "it is essential that
[trade] be kept to a minimum."' Fortunately, within the environmentalist
movement, Professor Batra's inflexible position on trade reflects the minority view.67 The majority position is represented by pro-growth environmentalists, who see trade as a mechanism for implementing policies
that will ensure environmental protection in the face of inevitable eco-

63

See BATRA, supra note 4, at 221-22.

'4Id. at 224-25.
' Batra defines intra-industry trade as the exchange of like goods between nations.
BATRA, supra note 4, at 227. The most common example of intra-industry trade occurs

when the U.S. exports automobiles to Japan and then Japan exports automobiles to the
U.S.
66 BATRA, supra note 4, at 245.
67 One commentator, sympathetic to environmentalist concerns, has characterized
Batra as part of the "anti-growth minority in the environmental community." ESTY,
supra note 52, at 61-62.

PROTECTIONIST TRADE POLICY

1996]

213

nomic growth."
C.

Harmonizing Free Trade and Environmental Protection

Professor Batra ignores various arguments that militate in favor of
trade liberalization vis d vis the environment. For instance, the economic
growth accompanying expanded trade will translate into increased financial resources which can augment a country's investment in environmental
protection measures.69 The economic prosperity resulting from free trade
can be employed to develop new technologies to control pollution and to
fund research into new methods for improving water and air quality.
Ideally, free trade agreements like GATT and NAFTA can provide a
conceptual framework for imposing more stringent environmental standards on developing countries, who often disregard the importance of
effective environmental protection policies.7" In effect, free trade operates
as a quid pro quo: developing nations will be required to comply with
uniform environmental standards as a condition for increased access to
U.S. markets.7 The United States receives a corresponding benefit from
uniform environmental standards promulgated in accordance with these
negotiated trade agreements. When forced to compete against companies
that manufacture products in countries with substandard environmental
regulations, American industry is at a competitive disadvantage. It is here
that international monitoring of environmental regulations will ameliorate
competition across markets. American-based industry will no longer be
burdened with compliance costs effectuated by the enactment of unilateral
environmental protection laws that invariably are more austere than in developing nations. 2
It is precisely because environmental issues are an integral part of
the free trade dialogue, that both the pro-trade and pro-environment

68

See id. at 61.

' See id. at 63-64 (citing claims made by the GATT Secretariat that international
trade supports environmental protection because resources will be used more efficiently);
See also Schoenbaum, supra note 5.
70 See, e.g., North American Agreement on Environmental Cooperation, Sept. 14,
1993, U.S.-Can.-Mex., art. 1, 32 I.L.M. 1480 (1993) (urging each signatory nation to
provide high levels of environmental protection).
"' In response to NAFTA, Mexico is making serious efforts to improve its record

on protecting the environment. See Mexico Identifies $6 Billion Needed for Border
Infrastructure, Official Says, 10 INT'L TRADE REP. (BNA) 1204 (July 21, 1993).

' See Holmer, supra note 57, at 175 (observing that unilateral protection of the
environment "undermines American competitiveness and, therefore, provokes legislative
proposals designed to offset the competitive advantage conferred on U.S. trading partners").
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camps must strive to intelligibly comprehend each other's claims. Perhaps,
the benefits of free trade previously discussed will enhance rather than
inhibit the implementation of appropriate environmental standards. Regrettably, Professor Batra has failed to address these arguments, and others, 3
offered by the proponents of free trade.
IV. THE MISNOMER OF COMPETITIVE PROTECTIONISM

To his credit, Batra presents his own paradigm for U.S. trade policy.
The touchstone for Batra's economic system is the doctrine of competitive
protectionism:
Competitive protectionism calls on the government to not only restrict
international commerce but to abolish all forms of monopolies and
oligopolies. The government may use existing anti-trust laws or introduce new legislation. The idea is to increase rivalry among domestic
firms while protecting them from the depredations of foreign
exporters.74
Batra correctly perceives monopolies as antithetical to free market principles. But ironically, by calling for a domestic economic regime where
competition, economies of scale, and labor specialization are encouraged,
Batra endorses sub silencio, the economic theories of Adam Smith and
David Ricardo, that he previously excoriated. Essentially, Batra restricts
the efficacy of comparative advantage to firms operating in Michigan and
Arizona, but not between foreign and domestic firms. Specifically, his
plan would replace GATT rules with the following policies: (1) the
elimination and break up of all monopolies; (2) restrictions on
intradindustry trade; (3) government subsidization of research and development of new technologies; and (4) the imposition of high tariffs and
import restrictions on foreign goods.75
An economic order based on these provisions must necessarily
require an excessive level of government involvement. In the area of antitrust, Batra fails to provide a framework for determining when a
corporation's market share has reached unacceptable levels. Will the Department of Justice's anti-trust division be the visible hand that insures
" For additional arguments on how free trade is consistent with environmental
protection, see EsTY, supra note 52, at 65-68 (explaining how the market-oriented
principle of "polluter pays" adequately protects the environment by insuring that the
costs of polluting are internalized) and Schoenbaum, supra note 5, at 702 n.11
(observing GATT requires the elimination of agricultural subsidies and, therefore, the
amount of chemical fertilizers in use will be reduced).
" BATRA, supra note 4, at 170.
75 Id. at 246-48.
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domestic competition? If Batra's model is adopted, corporations will
likely engage in countermeasures (such as the creation of subsidiaries and
holding companies) to avoid classification as a monopolistic entity. In
addition, the enactment of restrictive tariffs would undoubtably trigger a
cycle of retaliatory tariffs by our trading partners. Ultimately, Professor
Batra's affinity for centralized economic planning casts serious doubts
about the viability of his economic model. In this regard, he raises more
questions than he really answers.
V.

CONCLUSION

The Myth of Free Trade should be required reading for the advocates
of free trade. To the extent that Professor Batra enables us to better
understand the arguments proffered by the champions of the "new protectionism," his work is valuable. Indeed, if real wages continue to decline,
the national debt continues to skyrocket, and politicians refuse to confront
our pressing economic problems, economic nationalism will remain an
potent force. NAFrA, GATT, and free trade policy will certainly remain
targets for demagogic claims based on a misunderstanding of free trade
dynamics.
Interestingly, The Myth of Free Trade does have one redeeming
virtue. In sounding the clarion call for protectionism Batra forces the
proponents of trade liberalization to recognize there is a symbiotic
relationship between domestic prosperity and multilateral intercourse. By
articulating the positive benefits a well-conceived free trade policy can
have for Americans, both corporately and individually, free traders can
assuage economic apprehensions fostered by protectionists such as Professor Batra.
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